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SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recom- 
mendation. This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  reply  of  the  Department  of  Public  Service 
Regulation   is   included   in   the  back  of  this   report. 

Page 

1.  Properly  account  for  Oil    Pipeline  Safety 

grant  expenditures.  4 

Agency    Reply:      Conditionally  concur.      See   page  21. 

2.  Properly  account  for  revenues   received.  5 
Agency   Reply:      Concur.      See  page  21. 

3.  Seek  indirect  cost   reimbursements  on 

grants  and  contracts.  5 

Agency   Reply:      Concur.      See  page  21. 

4.  Deposit  money  in   the  state  treasury 

in  accordance  with   state  law.  7 

Agency   Reply:      Concur.      See  page  21. 

5.  Comply  with  the  above  discussed 

railroad   related   statutes.  10 

Agency    Reply:      Concur.      See  page  22. 
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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Montana 
Department  of  Public  Service  Regulation  for  the  fiscal  years  ended 
June  30,  1979  and  June  30,  1980.  The  objectives  of  the  audit 
were  to:  (1)  determine  if  the  department's  financial  statements 
present  fairly  its  financial  position  and  results  of  operations  for 
the  two  fiscal  years  ended  June  30,  1980;  (2)  determine  if  the 
department  complied  with  applicable  laws  and  regulations;  and  (3) 
make  recommendations  for  improvement  in  the  management  and 
internal   controls  of  the  department. 

We     thank     the    commissioners,     director,     and     staff    for    their 
cooperation   and   assistance  during  our  audit. 
BACKGROUND 

The  Department  of  Public  Service  Regulation  was  created  in 
its  present  form  by  the  Executive  Reorganization  Act  of  1971.  The 
department  is  headed  by  five  elected  Public  Service  Commissioners. 
One  of  the  commissioners  is  designated  chairman  by  approval  and 
consent  of  a  majority  of  the  commissioners.       ' 

The  commission  is  responsible  for  the  regulation  and  safety 
inspection  of  railroads,  motor  carriers,  public  utilities,  and  pipe- 
lines within  the  state.  The  commission's  responsibility  is  to  assure 
the  consuming  public  of  safe,  adequate,  and  economical  transporta- 
tion  and   utility   service  at  just  and    reasonable   rates. 

The  department  is  divided  into  four  divisions.  The  Central- 
ized Services  Division  performs  the  administrative  support  functions 
of    the    department.       The    Legal    Division    advises    the    commission    in 


all  matters  requiring  a  legal  interpretation  or  opinion.  The  Trans- 
portation Division  exercises  general  supervisory  control  over  the 
activities  of  all  motor  carriers  and  railroads.  The  Utility  Division 
exercises  general  supervisory  control  over  all  public  utilities. 
INTERNAL    CONTROL 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  department's  system  of  internal  accounting  control  to  estab- 
lish a  basis  for  reliance  thereon  in  determining  the  nature,  timing, 
and  extent  of  other  auditing  procedures  necessary  for  expressing 
an  opinion  on  the  financial  statements  and  to  assist  in  planning 
and   performing  our  examination  of  the  financial    statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
control  should  not  exceed  the  benefits  derived  and  also  recognizes 
that  the  evaluation  of  these  factors  necessarily  requires  estimates 
and  judgments   by  management. 

Our  study  and  evaluation  of  the  department's  system  of 
internal  accounting  control  for  fiscal  years  1978-79  and  1979-80 
would  not  necessarily  disclose  all  weaknesses  in  the  system  because 
it  was  based  upon  selective  tests  of  accounting  records  and  related 
data.  Our  tests  disclosed  no  material  weaknesses  in  internal  con- 
trol. However,  those  internal  control  weaknesses  identified  during 
the  audit  which  warrant  management's  attention  are  described  in 
various   sections  of  this   report. 
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ACCOUNTING    FOR    FEDERAL    GRANT 

The  accounting  procedures  currently  used  by  the  department 
for  the  Natural  Gas  Pipeline  Safety  Grant  do  not  properly  provide 
for  recognition  of  grant  costs  and  revenue  in  the  proper  funds. 
This  grant  is  funded   50/50  from   state  and   federal   funds. 

The  department  presently  uses  the  General  Fund  to  account 
for  all  grant  expenditures  because  there  is  not  a  cash  balance  in 
the  Federal  and  Private  Revenue  Fund  for  Natural  Gas  Pipeline 
Safety.  As  federal  grant  reimbursements  are  received,  50  percent 
of  the  expenditures  are  transferred  from  the  General  Fund  and 
recorded  in  the  Federal  and  Private  Revenue  Fund.  As  a  result, 
expenditures  may  not  be  recorded  in  the  Federal  and  Private 
Revenue  Fund  in  the  proper  time  period.  This  timing  difference 
in  receiving  revenue  and  recording  expenditures  caused  expendi- 
tures to  be  understated  on  SBAS  in  the  General  and  Federal  and 
Private  Revenue  Funds  by  $9,185  for  fiscal  year  1980.  Also,  in 
fiscal  year  1979,  because  of  an  accounting  error,  expenditures  and 
revenue  were  not  recorded  in  the  Federal  and  Private  Revenue 
Fund.  Therefore,  revenues  and  expenditures  are  understated  on 
SBAS  in  the  Federal  and  Private  Revenue  Fund  by  $16,084.  The 
department  has  restated  the  financial  statements  to  reflect  the 
proper  amounts. 

The   department's    accountability    for    the    Pipeline    Safety    Grant 
would   be   improved    if  all    project  activity   were  accounted   for   properly 
in   the   General    Fund   and    Federal    and    Private    Revenue   Fund    initially 
eliminating   the  need   for  correcting   entries. 


The  department  indicated  that  expenditures  are  initially 
recorded  in  the  General  Fund  because  there  is  no  cash  in  the 
Federal  and  Private  Revenue  Fund.  To  correct  this,  an  approved 
interfund  loan  could  be  made  to  the  Federal  and  Private  Revenue 
Fund    until    reimbursement    from   the  federal   government   is   received. 

RECOMMENDATION    #1 

WE      RECOMMEND     THAT     THE     DEPARTMENT     PROPERLY     AC- 
COUNT      FOR       PIPELINE      SAFETY       GRANT       EXPENDITURES. 

ACCOUNTING    FOR    REVENUE 

Revenues  were  not  accrued  at  fiscal  year-end  in  accordance 
with  generally  accepted  accounting  principles.  The  unrecorded 
revenue  accrual  understates  revenues  and  the  corresponding 
accounts   receivable  at  June  30,    1980  by  $13,185  on   SBAS. 

The  department  receives  Public  Utilities  Regulatory  Policy  Act 
grant  funds  in  advance  of  anticipated  expenditures.  The  money  is 
recorded  as  revenue  when  received.  The  unobligated  balance  at 
fiscal  year-end,  should  have  been  recorded  as  deferred  revenue  in 
accordance  with  state  accounting  policy.  This  unrecorded  deferred 
revenue  understates  liabilities  and  overstates  revenue  by  $41,722 
on   SBAS  for  fiscal   year   1979-80. 

The  department  has  restated  the  financial  statements  to  reflect 
the  proper  account  balances. 


RECOMMENDATION   #2 

WE      RECOMMEND     THAT     THE     DEPARTMENT     PROPERLY     AC- 
COUNT   FOR    REVENUES    RECEIVED. 

INDIRECT    COST    REIMBURSEMENTS 

Although  the  department  has  an  approved  indirect  cost  reim- 
bursement rate  it  is  not  seeking  indirect  costs  for  the  Public 
Utility  Regulatory  Policy  Act  Grant.  As  a  result  of  the  depart- 
ment's failure  to  collect  these  allowable  reimbursements,  state 
funds  paid  indirect  costs  of  $2,186  relating  to  the  federal  grant. 
In  addition,  we  noted  that  the  department  is  not  including  State- 
wide Cost  Allocation  Plan  costs  (SWCAP)  allocated  to  their  agency 
in  their  indirect  cost  proposal.  According  to  Management  Memo 
4-80-7,  applicable  agencies  are  required  to  include  SWCAP  costs  in 
their  indirect  cost  proposals. 

RECOMMENDATION    #3 

WE     RECOMMEND     THE     DEPARTMENT     SEEK      INDIRECT     COST 

REIMBURSEMENTS   ON    GRANTS    AND    CONTRACTS. 

CASH    RESTATEMENT 

For  full  financial  statement  disclosure  accrued  expenditures 
should  be  established  and  cash  correspondingly  restated  as  of 
June  30  for  all  no-warrant  transfers  issued  during  the  fiscal 
year-end   adjustment   period. 

The   fiscal    year-end    1979-80  adjustment   period   was   from   July   1, 
1980   to   July   21,    1980.      During    this   period,    state   agencies   continued 


to  pay  fiscal  year  1979-80  claims,  reducing  the  June  30  cash  balance 
instead  of  recording  accruals.  To  reflect  the  actual  June  30  cash 
balance  for  financial  statement  purposes,  the  Department  of  Admin- 
istration adjusted  or  restated  many  of  the  cash  amounts  paid 
during  the  adjustment  period.  They  established  accounts  payable 
for  the  corresponding   amounts. 

The  June  30,  1980  restated  cash  and  accounts  payable  adjust- 
ments included  all  transfer  warrant  claims  and  the  payroll  no-war- 
rant transfers  issued  during  the  fiscal  year-end  adjustment  period. 
No-warrant  transfers,  representing  intrastate  transactions,  were 
not  included  in  the  cash  restatement.  These  transactions  totalled 
$5,447  and  $963  in  the  General  and  Federal  and  Private  Revenue 
Funds,  respectively,  for  the  Department  of  Public  Service  Regula- 
tion. The  department  has  restated  the  financial  statements  to 
reflect  the  proper  account  balances,  but  have  not  restated  their 
accounting  records.  We  have  addressed  this  problem  in  previous 
audit  reports  of  other  agencies  to  the  Department  of  Administration. 
The  Department  of  Administration's  response  indicated  this  will  be 
corrected  for  fiscal  year-end  1981  . 
TIMELY    DEPOSITS   OF   CASH 

Section  17-6-105,  MCA,  states  that  all  money  shall  be  deposited 
with  the  Treasury  Division  when  the  accumulated  amount  of  coin 
and  currency  exceeds  $100  or  total  collections  exceed  $500.  In 
any  event,  all  money  collected  must  be  deposited  at  least  weekly. 
The  department  does  not  deposit  cash  receipts  on  a  timely  basis  as 
required  in  this  statute.  For  example,  $46,834  was  deposited  eight 
days    after   receipt   in   a  deposit  totaling   $96,946.      Another  collection 


of  $24,298  was  deposited  eleven  days  after  receipt  in  a  deposit 
totaling  $43,000.  The  average  length  of  time  between  deposits  was 
ten  days  and  the  average  deposit  was  $15,048.  As  a  result  of  not 
depositing  in  a  timely  manner,  the  state's  General  Fund  has  lost  an 
undetermined  amount  of  interest  earnings.  Money  received  on 
June  27,  28  and  29  of  fiscal  year  1979  was  not  recorded  until  the 
following  fiscal  year  1980,  understating  revenue  in  1979  by  $1,061 
and  overstating    revenue   in   1980  by   the  same  amount. 

RECOMMENDATION    M 

WE    RECOMMEND    THE    DEPARTMENT    DEPOSIT    MONEY     IN    THE 

STATE      TREASURY      IN      ACCORDANCE      WITH      STATE      LAW. 

RAILROAD    COMPLIANCE 

Enforcement  of   Railroad    Laws 

The  department  checks  compliance  with  Montana  railroad  laws 
only  after  a  complaint  is  brought  to  its  attention.  Section  69-14-131, 
MCA,  requires  the  department  to  enforce  the  provisions  of  all  laws 
of  this  state  concerning  railroads.  Section  69-14-115(1),  MCA, 
requires  the  department  to  enforce  the  laws  of  the  United  States 
and  of  the  state  of  Montana  intended  to  safeguard  the  lives  of 
railroad   employees. 

The  administrator  of  the  Transportation  Division  stated  that 
the  department  needs  additional  personnel  before  it  can  check  for 
violations  of  such   laws. 


Investigation  of  Accidents 

The  department  is  required  by  section  69-14-112(2),  MCA,  to 
investigate  every  railroad  accident  in  Montana  resulting  in  death, 
injury  requiring  a  physician's  attention,  or  damage  to  property 
greater  in  value  than  $2,000.  The  department  is  presently  not 
performing   all    investigations    required   by   this   section. 

The  department  relies  on  the  Federal  Railroad  Administration 
to  investigate  many  of  the  accidents.  The  transportation  adminis- 
trator stated  that  the  department  needs  additional  people  with  the 
expertise  to   investigate  accidents  to  comply  with   this   law. 

During   the   1981    Legislature  the  department   requested   additional 
staff     to     enable     compliance     with     this     statute.        The     Conference 
Committee  on    House   Bill   500  eliminated   this   request. 
Public   Notices 

The  department  publishes  for  one  day  notices  of  proposed 
changes  in  freight  rates  and  classifications  in  as  many  as  four 
daily  Montana  newspapers  in  the  area  affected  by  the  notice.  This 
is  contrary  to  section  69-14-305,  MCA,  which  requires  the  depart- 
ment to  publish  ten  days  notice  of  a  time  and  place  where  the 
department  will  determine  the  rates  and  classifications,  in  two  daily 
newspapers,    one  being  the   Helena  newspaper. 

Notice  of  a  railroad  schedule  that  has  been  made  or  revised  is 
published  by  the  department  for  one  day  in  four  or  five  daily 
Montana  newspapers  in  the  area  affected  by  the  notice.  This  is 
contrary  to  section  69-14-308,  MCA,  which  requires  the  department 
to  publish  notice  of  a  railroad  schedule  that  has  been  made  or 
revised   for  two   successive   weeks   in   a   Helena   newspaper. 


The  department  stated  they  follow  the  Administrative  Proce- 
dures Act  (APA)  instead  of  these  statutes.  However,  section 
2-4-302(3)  of  the  APA  states  that  if  any  statutes  provide  for  c 
different  method  of  publication,  the  agency  shall  comply  with  the 
statutes  in  addition  to  the  requirements  of  the  APA. 
Department  Annual    Reports 

Section  69-14-115(2),  MCA,  requires  the  department  to  set 
out  in  its  annual  report,  the  effort  it  has  made  to  carry  out  the 
investigation  and  enforcement  of  railroad  safety  laws,  the  results 
thereof,  and  the  steps  it  has  taken  to  prosecute  violations.  We 
found  that  the  department  does  not  include  this  information  in  its 
annual    reports. 

This  statute  also  requires  the  department  to  send  a  copy  of 
its  annual  report  to  the  Secretary  of  the  U.S.  Department  of 
Transportation.      The  department  does   not  send   the   report. 

In    response   to    the    prior    audit    report,    the    department    stated 
they    would    propose    a    change    to   the    statute.      The  department  has 
not  yet  proposed   this  change. 
Time   Allowed    for    Investigations 

It  usually  takes  the  department  longer  than  60  days  to  com- 
plete an  investigation  initiated  by  the  department  or  resulting  from 
a  complaint  of  a  rate,  classification,  or  rule  pertaining  to  the 
transportation  of  freight  by  railroads.  Section  69-14-114,  MCA, 
states  that  the  department  must,  within  60  days  after  the  commence- 
ment of  an  investigation  on  the  department's  initiative,  or  after  the 
filing  with  the  department  of  a  complaint,  proceed  to  investigate 
and  determine  the  justness  and  reasonableness  of  any  classification, 
rate,    regulation,    or  order   made   by   the   department. 
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RECOMMENDATION    #5 

WE    RECOMMEND   THAT    THE    DEPARTMENT    COMPLY   WITH    THE 

ABOVE    DISCUSSED    RAILROAD    RELATED   STATUTES. 

PRIOR    AUDIT    RECOMMENDATIONS 

The  June  30,  1978  audit  report  on  the  Department  of  Public 
Service  Regulation  contained  14  recommendations  to  the  department. 
The  department  concurred  or  partially  concurred  with  13  recom- 
mendations. Of  the  14  recommendations,  they  have  implemented  or 
partially  implemented  11.  One  previous  recommendation  is  no 
longer  applicable  and  the  two  recommendations  which  have  not  been 
implemented   are  discussed   in   the  body  of  this   report. 


10 


Auditors  Report  and  Financial  Statements 


Vlll-i 


JAMES  H.GILLETT.C. PA. 

ACTING  LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 


Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JOHN  W.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The    Legislative   Audit   Committee 
of  the  Montana   Legislature: 

We  have  examined  the  Balance  Sheets  of  the  various  funds 
and  account  group  of  the  Montana  Department  of  Public  Service 
Regulation  as  of  June  30,  1980  and  the  related  Combined  Statements 
of  Revenues,  Expenditures,  and  Changes  in  Fund  Balance  -  Budget 
and  Actual  -  of  such  funds  for  the  fiscal  years  ended  June  30, 
1979  and  June  30,  1980.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards.  Standards  for  Audit  of 
Governmental  Organizations,  Programs,  Activities  and  Functions, 
1972,  and  Guidelines  for  Financial  and  Compliance  Audits  of  Federally 
Assisted  Programs,  and,  accordingly,  included  such  tests  of  the 
accounting  procedures  as  we  considered  necessary  in  the  circum- 
stances. We  did  not  examine  balances  presented  for  CETA.  CETA 
funds  were  examined  by  other  auditors  whose  report  thereon  has 
been  furnished  to  us,  and  our  opinion  expressed  herein,  insofar 
as  it  relates  to  CETA  funds  are  based  solely  upon  the  report  of 
other  auditors. 

In  our  opinion,  based  upon  our  examination  and  the  report  of 
other  auditors,  the  financial  statements  referred  to  above  present 
fairly    the    financial    position    of    the    Montana    Department    of    Public 
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Service  Regulation  at  June  30,  1980,  and  the  results  of  its  opera- 
tions and  the  changes  in  fund  balance  for  the  two  fiscal  years 
then  ended,  in  conformity  with  generally  accepted  accounting 
principles   which   have   been   applied   on   a   consistent   basis. 

Our     examination     was    made    for    the     purpose    of    forming     an 
opinion    on     the    combined     financial     statements     taken     as    a    whole. 
The  accompanying   Schedule  of   Federal   Grant    Receipts  and    Expendi- 
tures  is   presented   for  disclosure  purposes  as   required   by   Guidelines 
for    Financial    and   Compliance  Audits  of   Federally  Assisted   Programs 
and    is    not   a    required    part   of   the    combined   financial   statements  of 
the  Montana   Department  of   Public  Service   Regulation.      The  schedule 
has     been     subjected     to     the     auditing     procedures    applied     in     the 
examination  of  the  combined   financial   statements  and,    in  our  opinion, 
is    fairly    stated    in    all    material    respects    in    relation   to  the  combined 
financial   statements  taken  as  a  whole. 

Respectfully   submitted. 


James   H.    Gillett,    CPA 
Acting    Legislative  Auditor 


February  28,    1981 
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DEPAKTMENT  OF  PUBLIC  SERVICE  REGULATION 

COMBINED  BALANCE  SHEET 

ALL  FUNDS  ANj)  ACCOUNT  GROUP 

JUNE  30,  1980 


GOVERNMENTAL  FUND  TYPES 


ASSETS 
Cash 

Accounts  Receivable 
Due  from  Federal  Government 
Equipment 
Available  to  Pay  Accrued 

Expenditures  and  Accounts 

Payable 

Total  Assets 


General  Fund 
$  4,100 

42,185 
$46,285 


SPECIAL 
REVENUE  FUND 

Federal 
and  Private 
Revenue  Fund 


$39,392 
9,185 


$48,577 


ACCOUNT  GROUP 


General 
Fixed  Assets 


$112,464 


$112,464 


LIABILITIES  AND  FUND  BALANCE 
Liabilities 
Accounts  Payable 
Accrued  Expenditures 
Deferred  Revenue 
Due  to  Consolidated  Entity 

Total  Liabilities 

Investments  in  General  Fixed 

Assets 
Fund  Balance 

Total  Liabilities,  Investments 
in  General  Fixed  Assets  and 
Fund  Balance 


$    20 
42,165 

4,100 

46,285 


$46,285 


$  6,689 
41,722 


48,411 


166 


$48.577 


$112,464 


$112,464 


See  accompanying  notes  to  the  financial  statements. 
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DEPARTMENT  OF  PUBLIC  SERVICh  REGULATION 


REVENUES/ INCOME: 
Licenses  and  Permits 
Service  Fees 
Reimbursements 
Federal  Assistance 

Total  Revenues 

EXPENDITURES/WITHDRAWALS : 
Operations 

Natural  Gas  Pipeline  Safety 
PURPA 

Total  Expenditures 

EXCESS  REVENUES  OVER 
(UNDER)  EXPENDITURES 


COMBINED  STATEMENTS  OF  REVENUES,  EXPilNDITURES ,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  AC: 
ALL  FUNDS 
FISCAL  YEAR  ENDED  JUNE  30,  1980 

rUAL 
FUND  TYPES 

GOVERNMENTAL 

General  Fund 

Federal  and 
Budget 

$218,900 
218,900 

18,q00 
200,000 

218,900 
-0- 

Private 
Actual 

$81,613 
81,613 

23,335 
58,278 

81,613 
-0- 

Revenue  Fund 

Budget 

$   740,000 
6,000 

17,000 

Actual 

$705,205 

6,609 

17,562 

Variance 

$(34,795) 
609 
562 

Variance 
$(137,287) 

763,000 

729,376 
956,294 

(33,624) 
194,735 

(137,287) 

1,151,029 

(4,435) 
141,722 

1,151,029 
(388,029) 

956,294 
(226,918) 

194,735 
161,111 

137,287 
-0- 

OTHER  FINANCING  SOURCES 

(USES): 

Prior  Year  Adjustments 

652 

652 

-0- 

-0- 

-0- 

-0- 

Net  Support  From  the 

General  Fund 

387,377 

226,266 

(161,111) 

-0- 

-0- 

-0- 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY  1,  1979 

FUND  BALANCE  JUNE  30,  1980 


-0- 
-0- 

-0- 

-0- 

-0- 
-0- 

-0- 
-0- 

$ 

-0- 

$ 

-0- 

$_ 

-0- 

$ 

-0- 

-0- 


166 


166 


-0- 
166 


166 


See  accompanying  notes  to  the  financial  statements. 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 


REVENUES/ INCOME: 
Licenses  and  Permits 
Service  Fees 
Federal  Assistance 

Total  Revenues 

EXPENDITURES /WITHDRAWALS : 
Operations 

Natural  Gas  Pipeline  Safety 
CETA  Contract 

Total  Expenditures 

EXCESS  REVENUES  OVER 
(UNDER)  EXPENDITURES 

OTHER  FINANCING  SOURCES 
(USES): 

Prior  Year  Adjustments 

Net  Support  From  the 
General  Fund 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY  1,  1978 

FUND  BALANCE  JUNE  30,  1979 


-0- 

-0- 


COMBINED  STATEMENT  OF  REVENLTS ,  EXPENDITURES,  AND 

CHANGES 

IN 

FUND  BALANCE 

-  BUDGET  AND  ACTUAL 

ALL  FUNDS 
FISCAL  YEAR  ENDED  JUNE  30,  1979 

GOVERNMENTAL 

FUND  TYPES 

General  Fund 

Federal  and  Private  Reve 
Budget        Actual 

nue  Fund 

Budget 

Actual 

Variance 

Variance 

$475,000 
5,000 

$635,426 
6,274 

$160,426 
1,274 

$22,528 
22,528 

$23,883 
23,883 

$1,355 

480,000 

641,700 

161,700 

1,355 

844,650 

835,762 

8,888 

16,000 
8,613 

24,613 

16,084 
7,633 

23,717 

(84) 
980 

844,650 

835,762 

8,888 

896 

(364,650) 

(194,062) 

170,588 

(2,085) 

166 

2,251 

2,307 

2,307 

-0- 

-0- 

-0- 

-0- 

362,343 

191,755 

(170,588) 

-0- 

-0- 

-0- 

-0- 
-0- 


-0- 

-0- 


$   -0- 


$  -0- 


$   -0- 


(2,085) 
-0- 
$(2,085) 


166 
-0- 
$   166 


2,251 
-0- 
$2,251 


See  accompanying  notes  to  the  financial  statements 
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DEPARTMENT    OF    PUBLIC    SERVICE    REGULATION 
NOTES    TO    THE    FINANCIAL    STATEMENTS 
Fiscal   Years   Ended  June  30,    1979  and   1980 

1-       SUMMARY    OF   SIGNIFICANT    ACCOUNTING    POLICIES 
Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting   and   Accounting   System   (SBAS). 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  when  a  legal  liability  exists.  Revenues 
are  recorded  when  received  in  cash  unless  susceptible  to  accrual. 
Revenues  are  susceptible  to  accrual  if  1)  they  are  measurable  and 
available  to  finance  expenditures  of  the  fiscal  period,  or  2)  are 
material  in  amount  and  are  not  received  at  the  normal  time  of 
receipt. 

Fund   Types 

The    state  of  Montana  accounts  are  organized   by  a  fund   struc- 
ture   as    outlined   in   section   17-2-102,    MCA.      For  financial   presenta- 
tion,   these    funds    have    been    reclassified    according    to   the    National 
Council   on    Governmental    Accounting    (NCGA),    Governmental   Account- 
ing  and    Financial    Reporting    Principles   Statement   1  . 
Governmental    Funds 

The    General     Fund    -    to    account    for    all    moneys,    except   those 
moneys   required   to  be  accounted   for   in   another  fund.      General 
Fund    moneys    deposited    in    the    state    treasury    are    available    to 
defray   the  costs   of   state   government. 

Special      Revenue     Funds     -     to     account     for     the     proceeds     of 
specific    revenue    sources    that    are    legally    restricted   to   expen- 
ditures  for   specified   purposes.      Special    Revenue   Funds   include 
the   Federal   and    Private    Revenue   Fund. 
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Inventories 

There    is    no    recorded    asset   for    supplies    inventory.      Supplies 
are  expensed  at  the  time  of  purchase. 
Vacation  and   Sick   Leave 

Liabilities  incurred  because  of  employees'  unused  vacation  and 
sick  pay  are  not  recorded.  The  related  expenditures  are  recorded 
when  paid.  Permanent  employees  are  allowed  to  accumulate  and 
carryover  into  90  days  of  a  new  calendar  year  a  maximum  of  two 
times  their  annual  accumulation  of  vacation.  Upon  termination, 
qualifying  employees  having  unused  accumulated  vacation  and  sick 
leave  receive  100  percent  payment  for  vacation  and  25  percent 
payment  for  sick  leave.  The  liability  amount  associated  with 
unused  accumulated  vacation  and  sick  leave  at  June  30,  1979  and 
1980  is  maintained  on  an  hourly  basis  rather  than  by  dollar  amount. 
The  monetary  liability  is  not  calculated  until  an  employee  terminates. 
2.      RETIREMENT    PLAN 

The  agency  employees  are  covered  by  the  Public  Employees' 
Retirement  System,  a  statewide  contributory  plan  under  which  the 
state  contributes  6.2  percent  of  an  employee's  gross  wages  and  the 
employee  contributes  6  percent  of  his  gross  wages.  The  agency 
incurred  pension  costs  of  $35,489  during  fiscal  year  1978-79  and 
$37,420  during  fiscal   year  1979-80. 

The  state's  policy  is  to  fund  accrued  pension  costs.  Based 
on  the  most  recent  actuarial  valuation,  the  Public  Employees' 
Retirement  System  was  actuarially  sound  at  June  30,  1980.  The 
unfunded  past  service  costs  and  actuarially  computed  value  of 
vested  benefits  were  not  readily  available  for  members  of  the  plan 
employed   by  the  office. 
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3.  LEASE    AGREEMENTS 

The  department  made  payments  of  $36,660  per  year  for  the 
building  agreement  and  $2,088.48  for  the  equipment  agreement  for 
fiscal  years  1978-79  and  1979-80.  Lease  rentals  are  recorded  as 
expenditures  over  the   lease  term  as  they  become  payable. 

4.  BUDGET 

The  agency  utilizes  a  fixed  annual  basis  of  budgeting.  Under 
the  fixed  annual  method,  appropriations  of  specific  dollar  amount 
are  set  for  each  fiscal  year  of  a  biennium  by  the  legislature. 
Appropriations  control  the  department's  financial  operations  during 
each  fiscal  year.  At  the  end  of  each  year  the  department's  General 
Fund  and  Federal  and  Private  Revenue  Fund  appropriations  revert 
to  the  fund  of  original  appropriation.  The  reverted  appropriation 
may  be  used  in  the  subsequent  year  as  authorization  for  valid 
prior  year  obligations. 

If  the  Governor  determines  that  due  to  an  unforseen  and 
unanticipated  emergency,  the  amount  actually  appropriated  for  the 
first  fiscal  year  of  a  biennium  is  insufficient  for  the  operation  and 
maintenance  of  the  office,  he  may  authorize  expenditures  during 
the  first  fiscal  year  of  the  biennium  to  be  made  from  the  appropria- 
tion  for  the  second   year. 

In   fiscal   year   1978-79  the   legislature  authorized   the  department 
$5,634   of  additional   expenditures  for  the  fiscal   year   1979-80  appro- 
priation.     The  department   reverted   appropriation   spending   authority 
for    $8,888    back    to    the    General    Fund    for   fiscal    year    1978-79,    and 
$19,642   in   fiscal   year   1979-80. 
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DEPAETMENT  OF  PUBLIC  SERVICE  REGULATION 
SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS  AND  EXPENDITURES 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1980 


Expenditures        Expenditures 
for  Fiscal  for  Fiscal 

Year  1979  Year  1980 


Department  of  Transportation 

Gas  Pipeline  Safety  Grant 
Program  (202-426-3046)  $16,084  $23,335 

Department  of  Energy 

Public  Utility  Regulatory 
Policy  Act  Grant  Program 
(301-353-3217)  -0-  58,278 

Department  of  Labor 

CETA  7,633  -0- 


Totals  $23,717  $81,613 


Costs  Questioned:   There  were  no  questioned  costs  during  the  audit 

period. 


19 


Agency  Reply 


PUBLIC  SERVICE  COMMISSION 


1227  11th  Avenue   •    Helena,  Montana  59620 
Telephone:  (406)  449-3007  or  449-3008 


Gordon  E   Bollinger.  Chairman 
John  B   Driscoll 
Howard  L  Ellis 
Clyde  Jarvis 
Thomas  J   Schneider 


July  15,  1981 


Mr.  Jim  Gillett 

Acting  Leqislative  Auditor 

Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  MT   59601 


■«''^^'^-i  La,.J.nV£ 


ALi/irp.r 


Dear  Mr.  niiiett: 


Enclosed  are  the  responses  to  the  audit  performed 
of  the  Department  of  Public  Service  Regulation 


yours  , 


g^^^. 


.^^  ■'.' 


irdon  E.  Bollingei^, 
Chairman 


GEB  :  rm 
Enclosure 


Comsumer  Complaints  (406)  449-4672 
"AN  EQUAL  EMPLOYMENT  OPPORTUNITY/AFFIRMATIVE  ACTION  EMPLOYER" 
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RESPONSE 
LEGISLATIVE  AUDIT 
JUNE  30,  1980 

EXPENDITURES 

1.    ACCOUNTING  FOR  FEDERAL  GRANT 

RECOMMENDATION  #1:   That  the  Department  properly  account  for 

Pipeline  Safety  Grant  Expenditures. 

RESPONSE : 

The  problem  arises  from  the  fact  that  the  Natural  Gas 
Pipeline  Safety  Program  is  on  a  calendar  year  basis  and 
funding  is  on  a  fiscal  year  basis.   Consequently,  there 
is  a  six  months  lag  in  funding. 

An  additional  six  (6)  months  appropriation  is  required  in 
order  to  bring  the  funding  up  to  date  with  the  program. 
This  additional  funding  will  be  requested  of  the  1983 
Legislature. 


ACCOUNTING  FOR  REVENUE 

RECOMMENDATION  #2:   That  the  Department  properly  account  for 

revenues  received. 

RESPONSE: 

Concur.   Revenues  will  be  accrued  at  fiscal  year-end 
in  accordance  with  generally  accepted  accounting 
principles. 


INDIRECT  COST  REIMBURSEMENTS 

RECOMMENDATION  #3:   That  the  Department  seek  indirect  cost 

Reimbursements  on  Grants  and  Contracts. 

RESPONSE: 

Concur. 


TIMELY  DEPOSITS  OF  CASH 

RECOMMENDATION  #4:   That  the  Department  deposit  money  in  the 

State  Treasury  in  accordance  with  State 
Law. 

RESPONSE: 

Concur.   Money  will  be  deposited  in  accordance  with 
Section  17-6-105,  MCA. 
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RAILROAD  COMPLIANCE 

RECOMMENDATION  #5:   That  the  Department  comply  with  the  above 

discussed  Railroad  Related  Statutes. 

RESPONSE: 

1.  Enforcement  of  Railroad  Laws  and  Investigation  of 
Accidents 

The  Commission  requested  additional  staffing  to 
Comply  with  this  statute,  and  its  request  was  rejected 
by  the  1979  &  1981  Legislative  bodies. 

2.  Public  Notices,  Department  Annual  Reports,  Time 
Allowed  for  Investigation 

The  Staggers  Act  of  1980  made  major  changes  in 
the  railroad  regulation  statutes  at  the  federal  level 
with  significant  restraints  on  the  states'  authority. 
This  act  was  effective  October  1,  1980  and  the  Inter- 
state Commerce  Commission  is  presently  writing  rules 
and  interpretations  for  this  legislation.   The 
Montana  Commission  felt  that  it  would  have  been  a 
waste  of  the  Montana  legislators'  time  to  attempt 
to  change  these  statutes  until  rules  are  finalized 
by  the  I.C.C.   It  is  the  Commission's  opinion  that 
a  general  revision  of  all  rail  statutes  may  be 
needed  in  1983. 
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